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REVIEW OF THE MONTH
In the monetary field the principal devel-
opment of the month was the adoption by the
Federal Open Market Corn-
System action mittee of a program of sup-
lea^fal needs plying member banks with
additional reserve funds with
which to meet seasonal currency and credit
demands. On September 13 the Committee
issued the following statement:
"The Federal Open Market Committee met
in Washington on September 11 and 12 and
reviewed the business and credit situation.
In view of the expected seasonal demands on
the banks for currency and credit during the
coming weeks the Committee authorized its
Executive Committee to purchase in the open
market from time to time sufficient amounts
of short term U. S. Government obligations
to provide funds to meet seasonal with-
drawals of currency from the banks and
other seasonal requirements. Reduction of
the additional holdings in the open market
portfolio is contemplated when the seasonal
influences are reversed or other circum-
stances make their retention unnecessary.
"The purpose of this action is to maintain
at member banks an aggregate volume of ex-
cess reserves adequate for the continuation
of the System's policy of monetary ease for
the furtherance of economic recovery.
"As a further means of making this policy
effective, the Open Market Committee recom-
mended that the Board of Governors of the
Federal Reserve System request the Secre-
tary of the Treasury to release approximately
$300,000,000 of gold from the Treasury's in-
active account. The Board of Governors
acted upon this recommendation and the Sec-
retary of the Treasury agreed to release at
once the desired amount of gold. This will
place an equivalent amount of funds at the
disposal of the banks and correspondingly
increase their available reserves.
"This action is in conformity with the
usual policy of the System to facilitate the
financing of orderly marketing of crops and
of autumn trade. Together with the recent
reductions of discount rates at the several
Federal Reserve banks, it will enable the
banks to meet readily any increased seasonal
demands for credit and currency and con-
tribute to the continuation of easy credit
conditions."
In deciding to provide additional reserves
for member banks for the purpose of meeting
seasonal requirements, the Federal Open
Market Committee and the Board of Gover-
nors acted in conformity with the System's
policy of maintaining a condition of monetary
ease, a policy that has been actively pursued
since the early months of 1932. Recent re-
ductions in discount rates at the Federal
Reserve banks were in harmony with this
policy.
The recent action of the Open Market Com-
mittee was taken in light of the fact that
member banks in coming weeks will be called
upon to meet a seasonal demand for currency
and credit out of a reduced volume of re-
serves. Excess reserves of member banks
in money-market centers were relatively
small in August and the early part of Septem-
ber, and some banks in New York were bor-
rowing funds from other banks to maintain
their reserves at the required level. Member
banks in leading cities have been meeting a
growing demand for commercial loans, and
in their adjustment to this demand they have
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continued slowly to reduce their holdings of
investments.
Excess reserves of member banks, which
declined in the latter part of July and the early
part of August from over
Excess reserves $900,000,000 to about $700,-
00°>°°0, were at an average
level of about $770,000,000
from the middle of August to the middle of
September. Following the announcement
of the Open Market Committee, the Treasury
proceeded at once to release $300,000,000 of
gold from inactive account, and in the follow-
ing ten days excess reserves increased to
over $1,000,000,000.
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The entire amount of inactive gold released
was placed to the Treasury's account with
the Federal Reserve banks, raising this ac-
count to $410,000,000 on September 13. Dur-
ing the following two weeks Treasury cash
disbursements in excess of cash receipts re-
sulted in a rapid reduction in Treasury de-
posits with the Reserve banks. The Treasury
had bill maturities on September 16, 17, and
18 of $350,000,000 and large interest pay-
ments, as well as cash redemption of notes
which were not exchanged for the new issues
on September 15. These public-debt transac-
tions, together with regular disbursements
and payments for newly received gold, were
considerably larger than total receipts, in-
cluding quarterly income tax collections. In
addition, a part of the regular Treasury bill
issues of September 22 and 29 to replace
maturities were sold to banks on a book credit
basis instead of for cash, thereby permitting
a further reduction of Treasury balances at
the Reserve banks.
As the majority of the Treasury bills
which were paid off in September were held
in the New York market, the bulk of the in-
crease in reserves went to New York City
banks. Excess reserves of New York banks,
as shown on the accompanying chart, in-
creased from about $100,000,000 early in
September to an average level of about $350,-
000,000 in the week ending September 24.
Banks in other sections of the country lost
reserves around the 15th of September,
largely as a result of quarterly income tax
payments.
During the autumn months the seasonal
rise in money in circulation tends to reduce
member bank reserve
Prospective rise in balances. The accom-
money in circulation .
panymg chart, which
gives the changes in money in circulation
over the past four years, shows that in
the past three years money in circulation
has shown a gradual increase of about
$200,000,000 or more from the end of July
until shortly before Thanksgiving, followed
by a similar increase in the four or five
weeks before Christmas. In years when
the volume of bankers' acceptances was
large the drain on member bank reserves
resulting from this currency demand was
largely met by sales of bankers' accept-
ances to the Reserve banks supplemented
by an increase in Reserve bank discounts
for member banks, but in the last three
years, with the large volume of excess
reserves, there was no occasion for resort of
any kind to the Reserve banks. In fact,
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owing to the heavy gold imports in these
years, member bank reserves continued to
increase during the autumn months. This
year, however, with the reduced volume of
excess reserves and with Treasury steriliza-
tion of current additions to the gold stock, the
seasonal rise in money in circulation, in the
absence of action to increase reserves, would
have the effect of reducing reserves to a point
MONEY IN CIRCULATION
OUTSIDE TREASURY AND FEDERAL RESERVE BANKS
MILLIONS OF DOLLARS ( Wednesday figures ) MILLIONS OF DOLLARS




























Feb Mar Apr May Jun Jul Aug. Sept Oct. Nov Dec
where it would be necessary for member
banks to resort to the Reserve banks. This
would be particularly the case among New
York City banks, where excess reserves have
been relatively small.
Loans by weekly reporting member banks
in leading cities have increased steadily since
early this year. Investments
of these banks, however, have
shown a continuous decline,
with the result that total loans and invest-
ments, after three years of substantial
growth, declined in the first half of this year
and showed little change in the third quarter.
Deposits, other than those of the United
Member bank
credit
States Government, have also declined some-
what at banks in leading cities. Most of the
decrease in investments has been in holdings
of United States Government obligations at
New York City banks, but holdings of other
securities have also declined both at report-
ing banks in other cities and at New York
City banks.
The continued expansion in the volume of
loans by reporting member banks in leading
cities has been in loans extended for com-
mercial, industrial, and agricultural pur-
poses. These loans increased by about
$450,000,000 from June 30 to September 22,
1937, of which about $160,000,000 occurred
at banks in New York City. Loans of this
type, which declined sharply during the de-
pression, have had an almost uninterrupted
growth since the early part of 1936, begin-
ning first in the larger cities and then
spreading in the first half of the current
year to country banks. Notwithstanding this
growth, commercial, industrial, and agri-
cultural loans of member banks are still
little more than one-half of their volume in
the late 1920's.
In the past, commercial, industrial, and
agricultural loans at banks in leading cities
have shown a tendency to increase substan-
tially during the months of September and
October. Although the upward movement in
loans during the autumn at these banks is
common to all sections of the country, it has
usually been most pronounced in New York
City, owing largely to increased trade re-
quirements at that time of the year, and in
cities in the agricultural sections, chiefly in
the districts of Atlanta, Dallas, St. Louis,
and Minneapolis, where the fall crop move-
ment ordinarily results in an additional de-
mand for loans. This substantial seasonal
demand for loans coincides with the autumn
increase in the demand for currency for cir-
culation and adds to the demand of member
banks for reserve funds at that time.
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During the past six months buying of com-
modities by fabricators and distributors has
been reduced from the un-
Recent business usuaUy high level of last win- developments
ter and prices of raw materi-
als generally have declined, but the volume
of industrial production has been generally
maintained, except for seasonal changes,
partly on the basis of a large volume of orders
accumulated last winter. The Board's season-
ally adjusted index of industrial production
was 114 in June and July and 117 in August
compared with 118 in the spring months.
Available information indicates that output
in September was somewhat smaller than in
August. In some industries the volume of
unfilled orders continues substantial. Wage
rates have shown a marked rise, particularly
in construction and manufacturing. Whole-
sale prices of finished products, which had
increased considerably less than prices of
raw materials last winter, have advanced
somewhat further, while prices of raw ma-
terials have declined. Increases in wholesale
prices of finished goods have been reflected to
some extent in higher retail prices, and rents
have also advanced further.
Incomes have been generally higher this
year in both industrial and agricultural com-
munities. There has been a decline in the
number of unemployed, and government re-
lief expenditures have shown a decrease. The
growth in agricultural income has reflected
increased incomes from larger crops, with
little change in income from livestock.
Since last autumn many of the relation-
ships between costs and prices and between
prices and incomes have been altered consid-
erably. The rise in costs and prices has been
an important factor in checking the growth
in residential building, which had been evi-
dent in 1935 and 1936. Other private con-
struction has increased further, while public
construction has declined. The total volume
of construction work continues much smaller
than in the 1920's.
While industrial activity has been gener-
ally maintained at the levels reached toward
the end of last year, security prices have
shown considerable decline and the volume of
new capital issues has been reduced.
The effects of world developments on the
domestic business situation have been mixed,
with increased orders from both raw ma-
terial and industrial nations a factor sustain-
ing activity, and war threats a disturbing
element, particularly in the security markets.
Wholesale commodity prices, which showed
a general sharp advance from the end of last
October to April of this
year, have been somewhat
lower since that time, and the general index
for the week ending September 25 was 87.5
WHOLESALE PRICES
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Commodity prices
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Monthly figures ; Bureau of Labor Statistics' data, with Federal
Reserve classification of livestock and products and other farm
products and foods.
percent of the 1926 average, 1 point less than
at the peak in the first week of April and 6
points higher than a year ago.
The course of wholesale prices since 1934
is shown in two accompanying charts. The
first shows that the price rise last winter was
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general for livestock and their products, other
farm products and foods, and other commod-
ities but that the movements since the be-
ginning of April have varied among the dif-
ferent groups, with a further increase for
livestock, a sharp decline for crops, and little
change for other commodities as a group.
The decline in crop prices reflects primarily
the prospect of considerably larger crops this
season, particularly for cotton, grains, and
potatoes. The further advance in livestock
and livestock products is due largely to re-
duced supplies as a secondary result of
droughts, and to sustained demand on the
part of consumers. This year's large feed
crops, according to the Department of Agri-
culture, should result in a larger production
of livestock products and a decline in prices
of these products, perhaps by next summer.
Last winter prices of industrial raw ma-
terials and semifinished materials increased
much more than prices of finished products,
as shown in the second chart, but since the
beginning of April they have declined, while
prices of finished industrial products have
advanced somewhat further. Prices of raw
and processed foods and feeds, on the other
hand, have generally moved together, advanc-
ing last winter and showing seasonal changes
since then.
The decline in industrial raw and semi-
finished materials has been considerably
smaller than the preceding advance and has
reflected largely a decrease in the price of
cotton from a peak of almost 15 cents a pound
at the end of March to about 9 cents at the end
of August. In September, cotton showed a
further decline. Prices of cotton yarns, print
cloths, rubber, nonferrous metals, and steel
scrap also declined considerably from the
speculative peaks reached early in the spring
and there were smaller decreases in wool,
worsted yarns, silk, lumber, paint materials,
and anthracite. The decline in raw and semi-
finished materials to lower levels has reflected
reduced buying in this period as well as in-
creases, actual and prospective, in supplies.
The latter is particularly the case for cotton.
For some other commodities, such as hides,
zinc, rayon, and wood pulp, supplies have con-
tinued low. Currently prices for rayon, hides
and leather are at about the level of last
spring, wood pulp is higher, and zinc is only
moderately lower.
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Monthly figures ; Federal Reserve classification of Bureau of
Labor Statistics' data; all foods and feeds, both raw and
processed, are omitted.
Prices of finished products have continued
to advance since early in April, but at a much
slower rate than during last winter. These
increases have reflected in part earlier ad-
vances in material costs and higher labor
costs, as well as the larger incomes of con-
sumers.
As is indicated in the following table,
prices of durable commodities have been gen-
erally maintained since spring, with increases
in some instances, while currently prices of
most nondurable commodities are lower than
in the spring. Also, prices of durable com-
modities are substantially higher than at the
beginning of the sharp advance in prices last
November, while prices of nondurable com-
modities are only moderately higher than at
that time.
Prices of commodities sold in retail mar-
kets have increased about 2 percent within
the past year and housing costs have shown
a considerably larger advance in this period.
Food prices are 2 percent higher, reflecting
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largely advances in meats offset in part by
decreases in prices of fruits and vegetables.
Retail prices of other commodities are also
higher, but in recent weeks they have gener-
ally shown little change, with declines re-
ported for some items. Prices of most models
of automobiles, however, were raised in
August and further increases have been an-































































Source: Bureau of Labor Statistics.
Industrial activity, which had increased
sharply in 1935 and 1936 to a level slightly
lower than that in 1929, has shown
Industrial relatively little change since the
production .
beginning of this year. The aver-
age of the Board's seasonally adjusted index
for the first eight months was 116 as com-
pared with 119 for the year 1929 and 105 for
1936. The preliminary August index is 117,
and a moderate decline from this level seems
indicated for September.
Output of durable manufactures, in which
substantial shortages developed during de-
pression years, has increased somewhat fur-
ther this year and has been considerably
larger than a year ago. Output of nondurable
goods currently is lower than at the begin-
ning of the year, owing largely to declines in
recent months in meat packing and in output
of textiles and leather products, but for the
year to date has been larger than in the cor-
responding period last year.
The increased production of durable manu-
factures this year reflects in considerable
part a continued growth in activity in steel-
consuming industries and in the steel in-
dustry, where output has been close to the
volume of the peak year 1929. Industries
producing automobiles, farm equipment, ma-
chinery, household appliances, and many
other steel products have been operating at
a high rate, in many instances using more
steel than in 1929. Export demand for semi-
finished and finished steel products, as well as
for pig iron and scrap, has increased sharply.
Steel consumption by the railroads, which
had been at an extremely low level for a long
time, has also been in larger volume this year.
The demand for steel by the building indus-
try has remained at a low level.
During recent months operations at steel
mills have been based to some extent on un-
filled orders accumulated early in the year.
While some mills still have a backlog of un-
filled orders, continuance of the recent high
level of activity in this industry will depend
in considerable part on such orders as may
be placed in the near future.
As is shown in the accompanying chart,
activity in the steel industry this year has
been at a higher level relative to the earlier
years of recovery than activity in other dur-
able goods industries as a group. Automo-
bile production has been at a high rate, but
output of building materials, while increas-
ing somewhat, has remained at a low level.
In the textile industries and at shoe fac-
tories a reduced volume of buying during the
late spring and summer has been reflected in
a decline in activity and output now is at about
the level prevailing a year ago. Other non-
durable goods have shown little change in
the aggregate. Meat packing has been in
unusually small volume since early summer,
while output of tobacco and petroleum prod-
ucts has continued to increase. Sugar melt-
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ings have shown rather wide fluctuations this
year, reflecting uncertainties regarding legis-
lation, but the volume for the first eight
months was somewhat larger than in 1936.
INDUSTRIAL PRODUCTION
TOTAL i
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In August volume of industrial production
increased somewhat, following a decline in
June and little change in July. Steel produc-
tion rose slightly further and was close to the
high level prevailing before strikes curtailed
output in June. Automobile production was
maintained in August in much larger volume
than has been usual in the month preceding
the shift to new model production. In Sep-
tember steel output declined and automobile
assemblies were reduced sharply as produc-
tion of old models was discontinued. Lumber
output declined in August, following a period
of increase. In the nondurable goods indus-
tries output increased somewhat in August.
Production at cotton and silk mills, which
had declined in July, showed little change,
while activity in woolen mills increased, fol-
Construction
lowing a sharp decline in July. Activity at
meat packing establishments increased mod-
erately from extremely low levels. Crude
petroleum production rose further to a new
high level, while output of coal showed less
than the usual seasonal increase.
Construction activity, after increasing sub-
stantially during 1935 and 1936, has leveled
off this year at a rate consid-
erably below that of the 1920's.
Private building has increased further, while
public construction has been reduced, as is
shown in the accompanying table, and this
year private work has been about two-thirds
of the total, as compared with one-half last
year. The figures in the table represent the
value of contracts awarded and changes since
the second quarter of 1936 reflect the rise in
building costs as well as changes in the
physical volume of construction. The figures
are not adjusted for seasonal variation.
CONSTRUCTION CONTRACTS AWARDED




















































Source: F. W. Dodge data for 37 Eastern States.
The increase in private work this year has
reflected largely continued growth in the
value of contracts for factories, public utility
projects, and commercial structures other
than office buildings. Changes in the volume
of private residential building have been
largely seasonal since the middle of 1936,
with apartment construction continuing to
be a small part of the total.
The market for residential properties has
improved in some respects, as is indicated
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by a continued rise in rents, but building
costs have shown a sharp rise. For building
materials the increase shown by the Bureau
of Labor Statistics' index since the second
quarter of 1936 is 12 percent, all of which
occurred before June this year. Average
hourly earnings of construction workers have
risen 18 percent, with increases throughout
the period. There appear to have been sub-
stantial increases also in other items that
enter into the prices paid by purchasers of
houses. The sharp rise in costs has come in
a period when the volume of residential
building has been at a level only about one-
third of the peak in 1925 and one-half of the
1929 rate and when other construction has
also been at a level lower than in the 1920's.
The rise in wage rates with a relatively low
level of activity reflects in part the current
limited capacity of the construction industry,
whose forces were scattered during an un-
usually long period of extreme inactivity and
of great insecurity and irregularity of em-
ployment for building workers. The increase
AVERAGE HOURLY EARNINGS IN SELECTED INDUSTRIES
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i Includes industries not shown separately.
Source: Bureau of Labor Statistics.
Employment
conditions
in average hourly earnings in the building
trades has been larger than in many in-
dustries, but smaller than in some important
industries, as is indicated in the table.
Employment has increased further this
year, although not so sharply as in 1936. The
continued increase in the num-
ber employed at a time when
production and trade had
leveled off reflected in part a decline in
the length of the average work week at
factories. Unemployment has declined
further and is currently about 1V2 to 2 mil-
lions less than a year ago. The shortages of
certain types of skilled workers, evident last
autumn, when production was increasing
rapidly, have generally proved to be tem-
porary.
Factory employment has increased consid-
erably further in 1937 and employment on
the railroads, in the utility industries, and
in trade and service has shown some addi-
tional increase.
In manufacturing, the principal increases
in employment have been at plants produc-
ing durable goods, particularly machinery,
automobiles, steel, and lumber. Employment
in the nondurable goods industries, which
had increased considerably last summer and
autumn following a period of little change
during the previous three years, has shown
only seasonal changes during recent months.
During this year, as in the two previous
years, payrolls have expanded more rapidly
than employment, as is shown on the chart.
In 1935 and most of 1936, the greater in-
crease in payrolls had reflected almost en-
tirely a lengthening of the work week, with
little change in wage rates. Since last Octo-
ber, however, there has been a sharp rise in
hourly earnings, while the number of hours
worked per week has declined somewhat.
Increases in hourly earnings since last au-
tumn have been general throughout indus-
try and trade and have been particularly
large in industries producing durable manu-
factures, in construction, and in mining.
Federal Reserve Bulletin: October 1937OCTOBER 1937 FEDERAL RESERVE BULLETIN 973








































Source: Bureau of Labor Statistics.
AVE
~T
RAGE HOURLY tAKiMiNbs i



























Preliminary estimates by the Department
of Agriculture indicate that cash farm in-
come, including Government ad-
justment payments of about
$425,000,000, will be $9,000,000,000 for the
calendar year 1937, an increase of 14 percent
over 1936 and the largest cash income since
1929. Official estimates indicate that income
from crops will be considerably larger than
last year, with increased output more than
offsetting the decline in crop prices. Live-
stock marketings have been smaller this year
and are expected to continue small the re-
mainder of the year, but livestock prices have
advanced sharply, and income from sales of
livestock products will be about the same as
last year.
The September estimates for this year's
output of leading crops are shown in the
accompanying table. The prospective cotton
crop of 16,100,000 bales represents an in-
crease of 3,700,000 bales over last year and,
although world stocks of American cotton
were reduced during last season, the pro-
spective supply of American cotton is 2,700,-
000 bales larger than last year. Carry-over
of foreign cotton on July 31 was somewhat
larger than a year earlier, according to the
Department of Agriculture, and indications
point to large crops abroad.
CROP PRODUCTION





































Source: Department of Agriculture.
The wheat crop of 886,000,000 bushels is
41 percent larger than last season and about
the'same as the 1928-1932 average, while es-
timated wheat supplies in other countries
are smaller than in other recent years. Other
food crops and tobacco are expected to be
substantially greater than a year ago. Pro-
spective production of feed grains is sharply
higher than last season, when output was
severely curtailed by the drought, and the
supply will be the largest in several seasons
for a greatly reduced number of livestock
on farms.
Distribution of commodities to consumers
during 1937 has continued at the level reached
at the end of 1936 and has
Domestic trade been considerably larger in
and distribution
 J
volume than a year earlier.
Increases over last year have been particu-
larly marked in midwestern industrial areas
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where consumer incomes have been increased
sharply by the rapid recovery in activity in
the durable goods industries and by advances
in wage rates.
Freight-car loadings during the summer
months have been at a somewhat lower level
than in the early part of the year, when
allowance is made for usual seasonal changes,
but have been above the corresponding
months of last year.
Merchandise foreign trade of the United
States has expanded further this year, and
in the first seven months was
Foreign trade ab()ut 4Q percent krger than in the corresponding period of 1936. Imports
have shown a greater increase than exports,
particularly in the early part of the year, and
the excess of imports in the first seven months
amounted to $145,000,000 compared with
$24,000,000 in the same period last year.
As compared with the late 1920's, average
monthly imports this year have been about
four-fifths as large while exports have been
about two-thirds the level for those years.
The rise in exports this year has been the
first of any considerable magnitude since
the summer of 1933 and has reflected, largely,
demand from abroad for semifinished and
finished manufactures, particularly iron and
steel products, machinery, automobiles, and
petroleum products. Exports of raw cotton
have been at a low level. Imports, which had
increased steadily during 1935 and 1936, rose
sharply in the early part of 1937 and since
then have been maintained. The rise in im-
ports has been general with the largest in-
creases reported for industrial raw mate-
rials, reflecting increased industrial activity
in this country, and for agricultural com-
modities, reflecting the effects of last year's
drought on domestic supplies.
Earnings of large industrial corporations
continued to increase during the first three
quarters of 1937, although
Corporation profits the extent of the increase
and dividends
over the corresponding
periods last year was considerably less for
the second and third quarters than for the
first quarter. Aggregate net earnings of
large industrial corporations in the second
quarter of 1937 were about 20 percent larger
than for the second quarter of 1936, and it
appears from available information that this
differential will be maintained for the third
quarter. The increase shown for the first
quarter of this year was about 50 percent.
This tendency toward a narrowing rate of
improvement over the preceding year reflects
in part the unusually rapid increase of earn-
ings during 1936. It appears that profits of
these corporations for nine months ending
September 1937 will be about 30 percent
larger than in the same period of last year.
Earnings of the various industrial groups
have shown divergent movements. Profits
of corporations producing certain durable
goods, chiefly iron and steel, other metals,
machinery, and building supplies and equip-
ment, as well as corporations in the petroleum
industry, continued in the first and second
quarters of 1937 the sharp upward movement
which began in the second quarter of 1936.
In some other lines of activity net income
this year has increased less than in earlier
periods of the recovery. This is true of the
groups of companies making automobiles,
auto parts and accessories, and industrial
chemicals. Earnings in the automobile group,
the profits of which make up a substantial
proportion of the total published quarterly
profits, were smaller in both the first and the
second quarter of this year than in corre-
sponding periods of 1936. Other groups for
which profits in the second quarter of 1937
were only slightly larger or actually lower
than last year were textiles, foods, drugs, and
wholesale and retail trade.
Class I railroads reported a small net in-
come for the first half of 1937, as compared
with a deficit in the corresponding period
of 1936. During the remaining portion of
this year, however, comparison will be made
with that part of 1936 when railroads were
reporting sharply increasing net incomes.
Federal Reserve Bulletin: October 1937OCTOBER 1937 FEDERAL RESERVE BULLETIN 975
Security markets
Public utility companies have continued to
show only moderate increases in their earn-
ings.
Corporate cash dividend declarations, as
compiled by the New York Times, were about
20 percent larger during the nine months end-
ing September 1937 than in the correspond-
ing period of 1936. Last year there were
unusually large dividend declarations in No-
vember and December, because of the Federal
tax on undistributed corporate profits which
became effective on profits for that year.
Prices of United States Government se-
curities, which declined considerably in Au-
gust and the early part of
September, subsequently
rose somewhat. The average yield on long-
term Treasury bonds, which had increased
from 2.53 percent in the early part of August
to 2.70 percent in the second week of Septem-
ber, subsequently declined somewhat and at
the end of September was 2.65 percent.
There were similar movements in yields on
Treasury notes.
Prices of high-grade corporate bonds in-
creased from April until the middle of Au-
gust and subsequently showed only a slight
decline. Lower-grade railroad and public
utility bonds have moved irregularly lower
in recent months, following the general trend
of common stock prices. The average yield
on high-grade corporate bonds at the end of
September, as shown by Moody's Aaa bonds,
was about 3.30 percent, which is about the
same as in March 1936 and somewhat below
the high point last April of 3.48 percent. The
average yield on lower-grade corporate bonds,
as shown by Moody's Baa bonds, was about
5.45 percent at the end of September, which
is about the same as in November 1935 and
considerably above the high in April of 4.93
percent.
Common stock prices rose moderately dur-
ing July, and for stocks of industrial com-
panies the rise continued during the early
part of August. Subsequently there was a
decline, with a sharp drop on comparatively
heavy trading in September. This drop
brought price averages to the lowest point
since the end of 1935, with a decline from the
March peak of nearly 30 percent. Prices of
industrial stocks have retained a larger part
of the advances made up to March than have
public utilities and railroads. Average in-
dustrial stock prices at the end of September
were about as low as at any time in 1936,
while public utility and railroad stock prices
were lower than at any time since 1935.
Prices of stocks of companies in individ-
ual manufacturing industries in September
showed wide differences in relation to their
levels a year earlier. Among those industries
in which stock prices were still higher
are some in which both price changes and
increasing output have been especially fav-
orable for profitable operations, including
iron and steel, other metals, rubber products
and paper, and others in which volume of out-
put has steadily expanded while cost and
price relations have remained favorable,
among which are agricultural machinery and
petroleum products. Industries in which
stock prices were at levels considerably lower
than a year ago include automobiles and auto-
mobile parts, railroad equipment, building
equipment and supplies, food products other
than meat packing, and tobacco. In the
automobile industry there had already been
several years of sharply increasing output
prior to 1937, and in the industries making
railroad equipment and building supplies the
rate of increase in output which was antici-
pated has not materialized.
Security issues offered for sale by domestic
corporations during the third quarter of this
year amounted to about
Recent corporate $300,000,000, about a third
financing \> >
oi the average for the pre-
ceding four quarters. The smaller amount
reflects in part the usual summer dullness
and in part the continuance of unsettled price
conditions in the security markets.
For the first eight months of 1937, corpo-
rate security offerings for new capital, as
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shown in the following table, totalled about
$930,000,000, which is about 30 percent larger
than in the corresponding period of 1936.
The volume in recent months, however, has



















Source: Commercial and Financial Chronicle.
Available data indicate that about one
quarter of the issues for new capital purposes
continue to be intended for expansion of
plant and equipment, while a little more than
half are designated for increasing working
capital. About 37 percent of this year's new
capital offerings have been in the form of
common and preferred stocks, as compared
with 23 percent during the first eight months
of 1936.
Corporate securities offered for refunding
purposes during the first eight months of
1937 were only about 40 per cent as large as
in the corresponding period of 1936. Un-
stable security prices have been a factor in
this decline, although a substantial reduc-
tion in the volume of refunding preceded the
decline in security prices. During the second
half of 1936, when long-term interest rates
were the lowest on record, the amount of
corporate refunding was about $800,000,000
less than during the first half of that year.
This decrease represented smaller offerings
by corporations other than public utility com-
panies. During 1937 refunding operations
by other corporations have increased some-
what, while public utility refunding has
declined.
Resignation of Member of Board
Mr. Joseph A. Broderick, who had served
as a member of the Board of Governors of
the Federal Reserve System since February
3, 1936, resigned as of September 30, 1937,
to accept the position of President of the
East River Savings Bank in New York.
Annual Report
The complete edition of the Annual Report
of the Board of Governors for 1936 is now
available. This edition includes the text of
the report and the record of action on ques-
tions of policy by the Board of Governors
and by the Federal Open Market Committee,
which were available earlier this year in the
brief edition of the Annual Report, and in
addition contains the usual statistical tables
and other matters of record usually published
in the complete edition.
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